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The Socialization of Business 


The possibilities of embodying service ideals in the 
structure of modern business have been made the subject 
of much literary effort, but frequently the result is what 
may be expressed by the term “profits plus.” For this 
reason an extraordinary address by Albert W. Whitney, 
Associate General Manager and Actuary of the National 
Bureau of Casualty and Surety Underwriters, delivered 
last September before a joint meeting of the national 
and international associations of casualty and surety 
underwriters, is here quoted at some length. Mr. Whitney 
presents the thesis that it is of the essence of the insur- 
ance business that it should be an active force in social 
conservation—that, in insurance, business success and 
the promotion of social well-being are inseparable. 
Insurance performs the function of “absorbing shock.” 
t became indispensable when society became “so sensitive 
to hazard and uncertainty as to make necessary a special 
mechanism” for preventing the transmission of destruc- 
tive shocks to every part of the social structure. 

Insurance, however, is commonly thought of only on 
its distributive side, whereas the prevention of the loss 
whose burden insurance distributes is just as much “part 
and parcel” of insurance as it is to rehabilitate the victim 
of the casualty. For example: “Rates in workmen’s 
compensation insurance are predicated upon 
experience which is as much as two years old when the 
rates are used, even when based upon loss-ratios. Studies 
have been made in the attempt to correlate the hazard 
with business conditions but the result has been so 
unsatisfactory that rates have sometimes been reduced 
when they should have been put up; and vice versa. The 
actuaries are about ready to conclude that a practical 
solution of the problem of bringing rates up to date 
cannot be had, at least, at present. If this is admitted 
we must face the condition of having to use rates that 
are always behind the times. 

“If this is the case, however, a rising loss-ratio can 
mean only inadequate rates and it is therefore hard to 
see how the companies can possibly make any money, at 
least in the workmen’s compensation field, under such a 
condition. Some of these considerations do not apply 
quite so strongly nor unequivocally in other fields, and 
ret there is no doubt that to a considerable degree in all 
surance fields a rising loss-ratio is a most unsatis- 
factory and well-nigh impossible basis for a profitable 
business. On the other hand the same reasoning applied 
to a falling loss-ratio shows that under such conditions 
the companies will always be making money, a situation 
which cannot be a matter for public criticism if the com- 
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panies themselves are largely instrumental in bringing 
this condition about.” 


Again, insurance is subject to what is technically called 


“adverse selection.” It works in this wise: “If the rates 
go up there is a selection against the company, the better 
risks tending to discontinue their policies. This produces 
a still higher loss-ratio and this in turn leads to a still 
further adverse selection. Here, then, is a vicious circle 
which can be only partially broken into by care in under- 
writing. Adverse selection is at its worst with a rising 
loss-ratio and it is least serious in effect when the loss- 
ratio is falling.” 

Besides all this, low rates are a condition of profitable 
business in insurance and if low rates and a falling loss- 
ratio are not normal “it is no more than good business 
sagacity for the insurance company to undertake to 
create them.” 

In other words, in Mr. Whitney’s apt figure drawn 
from the beaver at work on his dam, “the insurance com- 
pany must make its own habitat. It is part of its func- 
tion to dam the waters of accident so that they will float 
its enterprise instead of washing it down hill.” 

But the social character of insurance is demonstrable 
from another angle. Like electricity and steam which, 
while they “do our bidding in a thousand ways, are also 
ready to turn and rend us,” insurance also “has its blemish, 
for at the same time that it is removing uncertainty, it 
is also taking away a certain degree of social responsi- 
bility.” Thus, to justify itself, insurance should develop 
organized preventive work on behalf of the policy-holders 
as a whole. Yet here again the development of respon- 
sibility with reference to social risk is sound business, for 
its results are much more than “merely compensatory.” 

Nor does the progressive reduction of risk militate 
against the insurance principle—any more than preventive 
medicine renders the physician less indispensable. “For 
business is essentially venture. The purpose of insurance 
is . . . to consolidate a previous venture as a basis 
for a new venture.” 

Mr. Whitney concludes his thesis by stating a social 
philosophy of business: “Personally I have the greatest 
faith that the regeneration of the world is going to be 
brought about through business itself, a better business 
in which the work of supplying the needs of the world 
will be done in a spirit of cooperation and mutual helpful- 
ness that will not only be far more effective in its im- 
mediate, concrete results but that will have as one of its 
effects the sweetening and purifying of human relations. 
I am speaking not, I hope, as a sentimentalist but as a 
sympathetic student of modern business tendencies. I 
believe business contains within itself wholesome and 
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regenerative forces that if put to work will make few 
radical changes necessary and such as may be required 
will come about in a normal and natural way. If busi- 
ness however is to rise to the challenge of this high 
enterprise, it can do so only through the most searching 
self-analysis in the effort to discover the forward-looking 
forces which it contains and the means for making them 
effective.” 

It would seem that we have here a lead toward the 
socialization of business enterprise that does not rest 
upon any fragile or ethically doubtful assurances that 
“altruism pays” but upon a concept of business as 
essentially constructive rather than as primarily a means 
of securing emoluments. 


Proceedings of A. F. of L. Convention 


At the annual convention of the American Federation 
of Labor held in Atlantic City in October, the Executive 
Council reported a gain in membership for the first time 
since the decline began in 1921. During 1920 the mem- 
bership of the Federation reached the highest point in 
its history—4,078,740. In 1924 the total membership 
was reported as 2,865,799. For 1925 the membership 
recorded is 2,878,297, an increase of 12,498 over the 
preceding year, though less than any previous year since 
1918. 

The convention proceeded upon a plane different from 
that of last year. It had none of the spectacular Pan- 
American features which then caught the imaginations of 
the delegates, though Pan-American relations were dis- 
cussed at length. This was the first convention presided 
over by William Green, successor to Samuel Gompers. 

One of the more important events of the convention 
was the announcement of the settlement of the jurisdic- 
tional dispute between the bricklayers and plasterers 
which had tied up certain large building operations, prin- 
cipally in New York and Chicago. Efforts to settle this 
dispute have already been chronicled in the INFoRMATION 
Service. All former attempts had failed and the con- 
troversy had been dragging on for months. The present 
settlement is attributed to the direct efforts of President 
Green. The terms include provision for arbitration of all 
points at issue by a board consisting of executives of the 
two unions and the president of the A. F. of L. or his 
nominee. The 1911 formal division of work between 
these two unions again becomes effective and each agrees 
to refrain from performing work allotted to the other. 
(This settlement did not mean the immediate resumption 
of work on the projects of the George A. Fuller Company 
inasmuch as that company is still involved in a separate 
dispute with the bricklayers.) 

International relationships were featured at the con- 
vention, and consideration was given to them both from 
Latin-American and old-world points of view. Continued 
activity along Pan-American lines was endorsed. The 
convention requested the government of the United States 
to relieve China from “extraterritoriality” and it also 
urged that China be granted freedom from foreign con- 
trol of customs. The convention renewed its stand in 
denunciation of communism. The attitude of the Federa- 
tion toward communism and toward Pan-American 
activities is incorporated in a resolution designated 
as “the Monroe Doctrine of Labor,” which is 
in part as follows: “We convey to the world the most 
solemn warning of which we are capable, that we will 
not willingly tolerate in the Western hemisphere any old- 
world movement which seeks to impose itself upon 


American peoples over the will of those peoples. What 
the United States Government, through President Monroe, 
expressed to Europe as a warning against armed terri- 
torial aggression, we convey in equally emphatic terms 
regarding aggression by propaganda. The Americans 
stand for democracy. ‘the Pan-American Federation of 
Labor is the recognized international labor movement of 
the Americas. Through it the American republics give 
expression to the aspirations and ideals of their wage- 
earning masses, and the American peoples are determined 
that it shall continue.” 

The action of the convention on wages received more 
attention in the public press than any other issue. The 
Executive Council made emphatic recommendation to the 
convention against permitting any wage reductions. The 
convention thereupon adopted the following: 

“We recommend endorsement of the statement of the 
Executive Council on wages. We hold that the best 
interests of wage-earners, as well as the whole social 
group, are served, increasing production in quality as 
well as quantity, and by high wage standards which 
assure sustained purchasing power to the workers and, 
therefore, higher national standards for the environ- 
ment in which they live and the means to enjoy cultured 
opportunities. We declare that wage reductions produce 
industrial and social unrest and that low wages are not 
conducive to low production costs. 


“We urge upon wage-earners everywhere: that we 
oppose all wage reductions and that we urge upon man- 
agement the elimination of waste in production in order 
that selling prices may be lower and wages higher. To 
this end we recommend cooperation in study of waste 
in production which the essay of the Federated Ameri 
Engineering Societies covering important industries ha 
shown to be 50 per cent attributable to management and 
only 25 per cent attributable to labor, with 25 per cent 
attributable to other sources, principally managements in 
industries producing commodities for any single industry 
under consideration. 

“Social inequality, industrial instability and injustice 
must increase unless the workers’ real wages, the pur- 
chasing power of their wages, coupled with a continuing 
reduction in the number of hours making up the working 
day are progressed in proportion to man’s increasing 
power of production.” 

The concluding paragraph of this resolution was 
proposed as an amendment to the original committee rec- 
ommendation, by John P. Frey of the Molders’ Union. 
However, as moved by Mr. Frey it related only to wages; 
the statement on hours was added as a further amend- 
ment by Mr. Lynch of the Typographical Union. In pro- 
posing his amendment Mr. Frey pointed out defects in 
wage terminology popular at one time or another, “supply 
and demand,” the “iron law of wages” and “living wage,” 
“fair day’s wage for a fair day’s work.” In stating the 
basis for his amendment Mr. Frey contended that, “if 
we continue to increase our capacity to produce as we 
have since the beginning of the war, unless we are able 
to consume a much larger proportion of what we produce 
than we are doing at present, all of these improved 
methods of production are working to our injury.” 
Matthew Woll, secretary of the committee which fram 
the original resolution, differed from Mr. Frey on the 
validity of including his amendment as it stood. Mr. 


Woll said that he did not wish to argue against the theory 
involved—that the workers’ retu:ns should increase as pro- 
duction increases—but he held that this phase was not the 
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sole consideration involved and he considered it unwise 
to let this statement stand unmodified, as it would then 
be “the sole principle of economics binding this Federa- 
ion in the matter of wages.” He concluded, “Indeed I 

led to believe that the less we have to do with theory 
in these matters the better off we are, because we find 
ourselves confronted with all sorts of conditions, cir- 
cumstances and environments, and we find oftentimes 
that theory will lead us nowhere, while our crude judg- 
ment expressed in trade union activities has gained more 
for us.” 

The whole matter was referred back to the committee. 
The following afternoon the committee reported back 
the original resolution including Mr. Frey’s amendment, 
as amended regarding hours. In this form, as given above, 
it was unanimously adopted. 

Among the official acts of the convention the following 
have general significance: Company unions: declared that 
this form of representation shows the unwillingness of 
employers to trust in free expression of the will and 
opinions of employes and gives a semblance of representa- 
tion without the substance to make it expressive of group 
will. On the ground that employers are contending that 
company unions are necessary to provide channels for 
cooperation between management and employes, the con- 
vention commended the gathering of “information for 
refutation of this contention and to disclose how best to 
meet this issue in our organization work.” Employes’ 
insurance: condemned such insurance as a method of 
warding off organization; approved policy of national 
and international unions in organizing a Union Labor 
Life Insurance Company for trade unionists. Employe 
ownership: warned against considering employe ownership 

f stock an indication of democratic trend and stated 

t its purpose is rather to forestall trade union activity. 
Recommended finding extent of employe ownership and 
control accompanying such ownership. Labor banks: 
emphasized grave responsibility assumed by those who 
enter into such an undertaking. Child labor: voted to 
continue campaign for the amendment. Non-partisan 
political campaign: agreed to continue this form of 
political action and opposed formation of a labor party. 
Injunctions: reiterated position against abuses of use of 
injunctions. Military training: opposed attempts to foster 
spirit of militarism through citizens’ training camps or 
any other means. Disarmament: favored calling of con- 
vention in Washington in spring of 1926 to consider re- 
duction of military and naval forces. World Court: 
adopted resolution protesting against the United States 
affiliating in any way with the World Court. Aliens: 
opposed finger-printing and registration of aliens. Jmmi- 
gration: opposed any modification of ban against Japanese. 


A Trade Practice Tribunal 


The need for an impartial tribunal to correct trade 
abuses is set forth by A. Lincoln Filene in the November 
issue of Nation’s Business. Mr. Filene, who is treasurer 
and general manager of William Filene Sons Company, 
Boston, says: 

“We cannot trust to abstract righteousness, or to a 
simple acceptance of honesty as the best long-run policy, 
o remedy the abuses and wastes that mark the relations 

etween producers and distributors.” What is needed is 
“the establishment of confidence among business men, 
a painstaking research into causes, and machinery—con- 
trolled and supported jointly by producers and distributors 
—to convert the results of research and good intentions 
into action.” Arbitration, codes of ethics, and trade rela- 
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tions committees have already made a beginning in the 
work but much more fundamental work is needed. 

The first step in the prevention of unethical and waste- 
ful trade practices is, according to Mr. Filene, the crea- 
tion of “‘an impartial body of producers and distributors” 
to correct trade abuses. “Out of re-established confidence 
between both sides, which would inevitably grow out of 
the settlement of trade abuses and the discovery that both 
sides are to blame, would come joint action to correct the 
fundamental breaks and hitches in the production-distribu- 
tion system.” 

Some of the problems which Mr. Filene believes would 
be solved by such joint action are: “l. The elimination 
of unnecessary variety in articles designed for the same 
use . . . 2, The adoption of merchandise standards 
and a standard terminology to describe merchandise 
. . . 3. To bring about a more even flow of business 
by spreading the retailer’s orders over a longer period 
of time.” Mr. Filene thinks that this stabilization of 
business would result in more regular employment. 

A committee to survey trade relations was established 
by the National Distribution Conference recently held in 
Washington under the auspices of the United States 
Chamber of Commerce. Mr. Filene, who is chairman of 
this committee, expects that it will recommend “the setting 
up of some form of machinery which will demonstrate the 
advantages to the public of producers and distributors 
guiding their activities in relation to each other’s needs.” 


A Study of Wage-Earners’ Savings 


During the ten years since the beginning of the world 
war there has been an unusual advertising campaign for 
thrift. Government departments, banks, schools, in- 
dustrial establishments have participated in one way or 
another. Much of this appeal has been concentrated 
upon the industrial worker. This phenomenon and the 
fact that in the same decade has come an unprecedented 
emphasis upon adjustment of wage levels to the cost of 
living give special value to the study just completed by 
Margaret H. Schoenfeld of the Industrial Research De- 
partment of the Wharton School of Finance and Com- 
merce of the University of Pennsylvania, on the Trend 
of Wage-Earners’ Savings in Philadelphia. The study 
is published by the American Academy of Political and 
Social Science. 

In an introduction to the study Miss Anne Bezanson 
points out an important factor which must be taken into 
consideration in any present day inquiry into the savings 
of industrial workers. “The past decade has been one 
of notabie change in the form of institution in which 
wage-earners accumulate savings. There has been a de- 
mand on the part of the small saver for investment 
opportunities. Reserves in mutual savings banks can no 
longer be regarded an indicative of the general trend of 
savings. Shares in building and loan associations in- 
creased 217 per cent, savings deposits in state banks 250 
per cent and those in trust companies 157 per cent in a 
ten-year period when mutual savings bank deposits in- 
creased by 61 per cent. Philadelphia showed a still 
higher rate of growth. Shares in building and loan 
associations increased 266 per cent, deposits in state banks 
457 per cent and in trust companies 367 per cent. This 
growth made the building and loan associations the largest 
single savings institution in the city.” 

The study shows the widening of the field of savings 
during the decade 1914-1924 through government and 
plant agencies and through new associations and branch 
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institutions modeled upon existing types. Of the wide 
variety of plant opportunities it was found impossible to 
determine which was the most effective in encouraging 
thrift. It appears, however, that in industrial plans 
“where accumulation is for a permanent fund with no 
easy opportunity to withdraw, the percentage of the wage 
bill set aside is lower than where the savings fund is of 
a temporary character.” It was found that part of the 
money withdrawn from these plant savings funds was 
invested in securities or homes but the exact percentage 
thus disposed of could not be determined. The study 
shows, however, that “these investment opportunities 
have been of considerable importance among Philadelphia 
wage-earners.” 

Labor banks are considered as a factor; also fraternal 
orders, postal savings, government agencies, and com- 
mercial investments. The report includes an important 
detailed study of the types of thrift plans in operation 
in 19 Philadelphia concerns. 

The author makes due allowance for the difficulty of 
interpreting the data, but finds certain conclusions justi- 
fied. ‘While there is no evidence to show that the increase 
in savings was proportionate to the increase in earnings, 
the level of savings was markedly higher after 1918 than 
in earlier years. Besides, the depression of 1921 shows 
that workers must have had a larger reserve than in pre- 
vious cycles of unemployment. Whereas in earlier in- 
dustrial depressions savings funds actually decreased, the 
only effect of the inactivity of 1921 was to prevent a 
growth equal to the normal increase.” And further: “In 
this survey it has been found that with the advent of a 
new wage level, the scale of savings has been on a materi- 
ally higher plane than that prior to 1917-1918. This 
change has not been so great in the mutual bank with a 
highly industrial clientele, nor even in industrial insur- 
ance holdings, as it has been in time savings fund deposits 
in commercial banks, building and loan assets, and indus- 
trially-held investment shares and home ownership. .. . 
Opportunities for investment on an installment basis have 
been made accessible in ways not open to the small, non- 
industrial investor. No study of established institutions 
of saving could take account of, or would indicate, the 
amount of saving of the wage-earner. Until there is 
available information concerning these newer opportuni- 
ties for investment, no one can say whether the amount 
of saving has been proportionate to increased earnings, 
or whether the rate of saving has been greater than the 
rate in established savings institutions.” 


Is Agricultural Improvement Permanent? 


Alexander Legge, president of the Internationa! Har- 
vester Company, recently stated in a letter to the 
National Industrial Conference Board that in his 
opinion the recent improvement in agricultural condi- 
tions does not mean that agricultural problems are 
permanently solved. Mr. Legge considers that even 
before the war the earnings of farmers were very low 
in comparison with earnings in other industries. 
Tariff protection, says Mr. Legge, seldom benefited 
the farmer materially since the price for agricultural 
products was determined by the world level of food 
prices, while the cost of other goods and transporta- 
tion was determined by conditions in this country. 
He thinks that the constant increase in land values 
tended to help the situation until recently. The de- 
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cline in farm values during the last few years is, he 
believes, the cause of the “acute situation and distress 
of agriculture compared to what it was formerly.” 
Mr. Legge thinks that the recent improvement in con- ~ 
ditions is due to the fact that money is more plentifu 
and that with the increase in population a larger 
proportion of the amount produced is consumed at 
home. Measures for relief of the agricultural situa- 
tion should not be considered as “helping one class 
against the other,” because “the farmer’s burden of 
today has been greatly increased through class legisla- 
tion in favor of labor and industry, which does not 
bring any compensation in the way of return to the 
farmers.” 


Tariff Laws vs. Goodwill 


The following resolution was passed by the Ameri- 
can Manufacturers Export Association at its sixteenth 
annual meeting in New York on November 12: 

“Whereas, in the opinion of this Association, the 
present method of attempting to determine the cost of 
production of imported merchandise by probing the 
books and accounts of foreign manufacturers and pro- 
ducers under threat of embargo is ill advised and tends 
to interfere with the amicable commercial relations so 
valuable to our export trade, now, therefore be it 

“Resolved: That the Congress of the United States 
be requested to amend Section No. 402 of the Tariff 
Act of 1922 which legalizes and authorizes the practice 
above objected to.” 


Catholic Teaching on War and Peace 


An interesting article on the position of the Roman 
Catholic church in regard to war, by Frederick ee 
denberg, S.J., Loyola University, Chicago, is published 
in the American Journal of Sociology for November. It 
is thus summarized in the journal: 

“The Catholic church down through the ages has 
taken a stand midway between professional militarism 
and absolute pacificism. Virtus stat in medio has its ap- 
plication in this as in most other practical matters. 
While propounding by preachment and by precept the 
ideal of universal charity and mutual tolerance in 
thought and deed, she has not failed to recognize the 
individual’s inalienable right to vigorous self-defense. 
Likewise, the church recognizes and clearly defines the 
duty of the state—which is organized for society and Jf 
not vice-versa—to protect its people and their interests 
by upholding the adequate sanctions of law and order. 
The right of sanctuary, the ‘Peace of God,’ the “Truce 
of God,’ and many laws regulating warfare are among 
the concrete achievements of the church in preventing 
or in mitigating the horrors of war. So, too, must be 
counted the efforts of the many popes from early times 
down to the present day, who have raised their voices 
to protest against international hatreds and injustices, 
to mediate in such crises, and to lend their efforts to 
prevent wars. An approach to the reign of peace and 
goodwill on earth will come only through an obser- 
vance of the doctrines which were promulgated and 
taught by the church’s Founder, the Prince of Peace. 

“All attempts to outlaw war have failed and alway 
will fail, except those efforts which proceed from 
recognition of, and a living in conformity with, the 
laws of ethics and right moral principles. . . .” 
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